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THE LARGEST EXCLUSIVE HEALTH & ACCIDENT COMPANY IN THE WORLD 


June 20, 1961 


STAT 


STAT 


President 

Government Employees Health Association 

P. 0. Box 463 ■ i 

Washington 4, D. C. 


This will confirm our conversation of June 19 in regard to , 
your group insurance program and the experience under that 
program during the first 11 months. The estimated premium 
for the period is $1,223,629 and the estimated incurred 
claims for the same period are $1,146,678. As you can see, * 
this gives us an approximate loss ratio slightly in excess 
of 94 per cent; if we add to this the retention quoted the t * 
Civil Service Commission originally, which was slightly in 
excess of 8 per cent, the overall loss ratio will exceed our 
break-even point. 

We have, of course, had an opportunity to review a full 24- v 
month claim runout under your original program, and it has 
become rather obvious to us now that the primary reason for 
the rather high loss ratio is the very optimistic approach 
that we took to the rerating of the premium rates due to 
the interim experience that we had under the old contract. 

This rating did not properly reflect the claim lag of the 
previous coverages and, as a consequence, the new program 
was given credit for a rr - 
actually existed at b. - 

This you will recall, was discussed in 

_ meeting on Monday. With these points 
....ordering the liberalizations made in the 
current contract, it becomes apparent that the present rates 
are inadequate not only for the current benefits but especially 
so when considering the increased benefits contemplated to 
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June 20, 1961 


become effective on November 1, 1961 in addit-inn < ->--k 

increased benefits fhc • * , Mention to the 

of the pr^rSm <=°»“<S«ation when we look, to the future 

month P for It 1 ’ 0 / 1 L / ave a premium rate in excess of $19 per 
onth for the family enrollment. This is also true of two 
of our own programs providing benefits equal to the hicrh 
option plan. Under these high-option plans' the sinc^e 
employee rate is m excess of $7 monthly per individual. 

Effective November 1, 1961, we are recommending the following 
changes in the premium structure for your insurance program: 5 


1. 

Self Only 

• $ 5.64 

monthly 

2. 

Self and Family 

$15.50 

monthly 

3. 

Self and Family - 

Female and Nondependent Husband 

$15.50 

monthly 


As mentioned previously, the benefits under your current 
Td^?Tc^ aVe 5 ee ? broadened to include certain services of 
a a llberall2 ea surgical schedule and 

stJuct^fwii^h^r benefit of $20, 000,,. The new premium 
sidernhu! Y has been Su ^ es ted is, as ^u can see, con- 
siderabiy less expensive than the other high-option programs 

benefits ° Federal em P lo y ees which provide major medical 

j_ <_ is r>~ 


° ne °i f t Y e mOSt ecoi — ical for your members. Even 
, these adjustments, when you take into consideration the 
liberalizations made, we feel that you have one of the top 
programs from the standpoint of protection and economy. 

We will most certainly be looking forward to the reaction of 
your Board to these suggested adjustments and would like to 
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June 20, 1961 


volunteer our services if it is necessary to present any 
further facts to your Board justifying the new rate schedule 
or in your discussion with the Civil Service Commission,, 


Yours sincerely. 



' A. W. Randall 
Vice President 

AWR: ES 
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CH 

Nr 

CURRENT 

HIGH OPTION RATES PER MONTH OF EXISTING PLANS 






Single 

6. 76 

Single 

Familv Employee's Share 

Family Plan Share 



Aetna 

17.46 3.94 

10. 70 


— 

Blue Qroas 

7. 39 

19.37 4.57 

12. 61 


i 


Group Health 

9- 90 

25.76 7.08 

19.00 


K* 

• 

t 

''Foreign Service 

3. 42 

13.48 !• 71 

6. 74 



N5A 

7. 3$ 

^ -19- 31 4.53 

12.55 - 

t 

1 





RATES FOR GEHA 




1 

Present Rates 

3. 53 

14. 00 1. 77 

7. 24 



! 

Proposed Rates 

5. 64 

15.50 2.82 

8. 74 


-• 






> 

-■-.',35 deductible for 

each illness 

or accident and only 80fa of hospital extras and 

cal fees. 
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